ABSTRACT: The main purpose of this paper is to study the stock price jump process is more common than Poisson process -a kind of special renewal process-the incident time interval is independent random variable sequence and identical subordinate to Gamma distribution. The object of study is European bidirection option, It also known as the double two-way options.Also, European bi-direction option is an exotic option.Then,build up stochastic differential equation under the circumstance of the market no arbitrage based on stochastic analysis and martingale theory. Based on the above discussion,we obtain the European bi-direction option pricing formulas under jump diffusion model by simple mathematical induce by means of martingale method.
INTRODUCTION
Black and Scholes in 1973 published famous papers entitled "The Pricing of Options and Corporate Liabilities", then deduced the famous Black-Scholes option pricing formula [1] . In 1976, jump-diffusion model was introduced by Merton, and he derived jump diffusion model of option pricing formula [2] . Since then, more and more scholars began research in this topic [3] [4] [5] [6] . This paper assumes the process is more general than Poisson jump process -a special kind of renewal jump process, by means of martingale method, we derived the model of bi-direction European option pricing formula. Definition 1. 
II. FINANCIAL MARKET MODEL ASSUMPTIONS
We consider now a two assets of the financial markets ( , ) 
here μ is yield rate of stocks, q is continuous dividends rate, and σ is volatility rate of stocks price without jump diffusion, above all are constant, t W is standard Brownian motion, t N is renewal process as defined above, ( 1 ) U U > − is random variable, that is the relative high jump in the stock price when renewal jump happened； Here we assumed , , 
we can obtain the solution of SDE (5) by means of Dolease-Dade index formula : (1 )
By means of arbitrage-free principle and martingale methods in option pricing [7] [8] [9] , we can know:
the 2 nd term is
Similarly,we deduce:
Combining the results in Eqs(7) -(11), the price of European bi-direction option is found to be the right of Eq (6) .By means of Markov nature, we have: (1, ) λ Γ is an exponential distribution, in which case the renewal jump diffusion model is the famous Poisson jump diffusion process. Thus the result in paper generalizes the conclusions of Merton [2] ..
